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1. EMBASSY APPRECIATES PRE-IG INTEREST IN ISSUES FACING 

U.S. IN ECUADOR AND WILL BE HAPPY TO BE OF WHATEVER ASSISTANCE 
IT CAN IN AN EFFORT TO IDENTIFY AND RESOLVE ADDITIONAL CASP- 
RELATED ISSUES. AS A START WE OFFER THE FOLLOWING COMMENTS 
ON THE THREE ISSUES SUGGESTED IN REFTEL. 

2. EACH OF THESE THREE ISSUES WAS THOROUGHLY EXAMINED IN 
THE INTELLECTUAL FRAMEWORK OF THE CASP GUIDELINES, THAT IS, 

AS THEY FOLLOWED FROM U.S. INTERESTS TO THE LEVELS OF CONCERN 
AND THE CHALLENGES AND OPPORTUNITIES PRESENTED IN THE CASP 
TIMEFRAME. FRO A VARIETY OF REASONS THEY DID NOT APPEAR 

AT THE TIME TO SUGGEST ISSUES REQUIRING WASHINGTON RESOLUTION. 

3. CONCERNING ACCESS TO HYDROCARBON PRODUCTION AND 
PROTECTION OF U.S. INTERESTS ENGAGED IN HYDROCARBON 
PRODUCTION, WE HAVE BOTH THE MATTER OF GOE PRICING 
POLICIES FOR PETROLEUM AND THE NATURAL GAS IN THE GULF 
OF GUAYAQUIL TO BE DEVELOPED BY NORTHWEST PIPELINE. WE 
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SEE NO PROBLEM OF ACCESS WITH RESPECT TO PETROLEUM AS THE 
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GOE HAS REPEATEDLY STATED THAT IT WILL BE NON DISCRIMINA- 
TORY IN PROVIDING ACCESS. ON PRICING, BOTH TEXACO AND 
GULF HAVE ASKED THAT THE USG NOT INTERVENE AT THIS TIME 
AND THE MOST LIKELY SCENARIO IS THAT THE COMPANIES WILL 
WORK OUT THE PROBLEM DIRECTLY AND SATISFACTORILY WITH THE 
GOE. WE SAW THEN AND WE SEE NOW NO ISSUE THAT CAN BE 
FRAMED IN TERMS OF A REQUIREMENT FOR WASHINGTON RESOLUTION. 
THE CONTRACT WITH NORTHWEST PIPELINE WAS JUST SIGNED AND 
WE FORESEE A HONEYMOON PERIOD FOR AT LEAST THREE YEARS, 

THAT IS THE CASP TIMEFRAME, BEFORE ANY PRODUCTION 
ACTIVITIES BEGIN. 

4. WE DID NOT INCLUDE THE FISHERY DISPUTE THIS YEAR AS 

AN ISSUE BECAUSE BY THE TIME OF DRAFTING THE CASP MATTER 
HAD ALREADY MOVED INTO WHAT APPEARED TO BE PARTLY A MULTI- 
LATERAL CONTEXT WITHIN THE LOS GENEVA MEETING. THERE DID 
NOT SEEM TO BE A CASP-LIKE ISSUE INVOLVED, BECAUSE THE MAIN 
OUTLINES OF A NEW APPROACH HAD ALREADY BEEN WORKED OUT. 
NOW WE UNDERSTAND A NEW SCENARIO IS BEING DEVELOPED FOR 
POSSIBLE DISCUSSION PRIOR TO THE SEPTEMBER UNGA. THE 
DEGREE OF ITS SUCCESS WILL DETERMINE THE NEXT STEPS. 

THE CASP IS NEITHER A MULTILATERAL PLANNING DOCUMENT 
NOR A CONTINGENCY PAPER AS WE UNDERSTAND IT. WE DID 
NOT CONSIDER IT TO BE AN APPROPRIATE VEHICLE FOR MAKING 
AN "ISSUE" OUT OF THE FISHING PROBLEM AT THIS TIME, BUT 
IF WASHINGTON BELIEVES IT CAN BE TRULY USEFUL RIGHT NOW TO 
HELP SOLVE THE PROBLEM, WE WELCOME ITS INCLUSION. 

5. WITH RESPECT TO ECUADOREAN DEVELOPMENT POLICY, WE 
LIMITED OUR DISCUSSION TO THE IDB FSO ISSUE BECAUSE IT 
WAS PRECISE, TARGETTED AND OF HIGH CONCERN TO THE GOE. 

WE ARE DELIGHTED THE ISSUE HAS BEEN REASONABLY RESOLVED. 

WE DID NOT BROADEN THE ISSUE TO INCLUDE OTHER INTERNATIONAL 
SOURCES OF FINANCING PRIMARILY BECAUSE WE HAVE NOT BEEN 
FULLY APPRISED AS TO WHAT US POLICY HAS BEEN TOWARD LENDING 
TO ECUADOR IN THESE OTHER INSTITUTIONS, NOR HAS THE GOE 
EXPRESSED SUCH A HIGH DEGREE OF CONCERN AS IN THE CASE OF 
THE FSO. PERHAPS THEIR EMBASSY IN WASHINGTON HAS. 

6. CONCERNING OUR ABILITY TO INFLUENCE GOE DEVELOPMENT 
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STRATEGY, WASHINGTON AGENCIES SHOULD UNDERSTAND THAT AT 
THE TIME OF DRAFTING THE CASP WE THOUGHT WE WERE ON COURSE 
WITH THE AGREED TERMS OF THE TRANSITION LOAN. THE ISSUE 
WE HAD PROPOSED IN THE PRIOR CASP HAD BEEN RESOLVED AGAINST 
THE MISSION RECOMMENDATIONS; WE ACCEPTED THIS AS A FACT 
OF LIFE AND PROCEEDED WITH WASHINGTON ASSISTANCE AND 
CONCURRENCE TO DEVELOP A PROPOSAL FOR THE THREE MILLION 
DOLLAR TECHNICAL ASSISTANCE LOAN AS A BRIDGE BETWEEN 
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GRANT-FINANCED TA AND FULLY -REIMB URS ABLE TA. WITH 
WASHINGTON APPROVAL WE INFORMED THE PRESIDENT OF ECUADOR 
AND VARIOUS MINISTERS OF THIS POSSIBILITY. SUBSEQUENT 
TO THE DRAFTING OF THE CASP THE DEPARTMENT FOUND CONDI 
TIONS SO CHANGED ESPECIALLY WITH RESPECT TO CONGRESSIONAL 
ATTITUDE TOWARD ECUADOR THAT A DECISION WAS MADE NOT TO GO 
FORWARD WITH THE PLANNED TRANSITION. THIS DOES LEAVE US 
WITH PROBLEMS IN DETERMINING HOW BEST TO HELP INFLUENCE 
THE GOE TO MAKE THE MOST EFFECTIVE USE OF ITS OWN RESOURCES 
TOWARD DEVELOPMENT. THIS MISSION HAS ALREADY ADVANCED 
SOME IDEAS (SEE ESPECIALLY QUITO 3781 ) AIMED AT SETTING 
THE STAGE FOR AN ECUADOREAN MOVE TO REIMBURSABLE TA IN 
THE ABSENCE OF THE LOAN. THESE PROPOSALS COULD SERVE AS 
THE BASIS FOR A NEW CASP ISSUE, FOR THEY DO REQUIRE 
WASHINGTON DETERMINATION. 

HEMENWAY 
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